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ABSTRACT 
 
The purpose of this research is to identify and rank the factors influencing housing 
developers the most to choose appropriate procurement strategy. The selection of an 
appropriate procurement strategy is becoming an increasingly important issue due to a 
complex decision-making that has to be made by clients during early project lifecycle. A 
comprehensive literature review of various procurement strategies and factors which 
influence the selection of an appropriate strategy for housing development projects in Johor 
was conducted. A survey questionnaire was carried out to obtain housing developers’ views 
on factors that influence the selection of procurement strategy for their entire projects. A 
total of 30 housing development companies were responded to the survey.  The data was 
then analysed using the Statistical Package for Social Sciences (SPSS) and the factors 
ranked according to their means. The results shows that the top three important factors that 
most influenced are client budget requirement, client financial capability and client 
experience. This research also has ranked the factors according to their degree of influenced 
that is client budget requirement is at the first position, followed by client financial 
capability at the second position and client experience at the third position. One 
recommendation for future research is to focus on developing models for the selection of an 
appropriate procurement strategy instead of identifying influence factors.  
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ABSTRAK 
 
Tujuan kajian ini adalah untuk mengenalpasti dan menentukan kedudukan faktor yang 
paling mempengaruhi pemaju perumahan untuk memilih strategi perolehan yang sesuai 
kerana pemilihan strategi perolehan yang sesuai menjadi isu yang semakin penting 
disebabkan keputusan yang perlu dibuat oleh pelanggan awal dalam kitar hayat projek 
adalah sesuatu yang kompleks. Sebuah kajian literatur yang komprehensif tentang strategi 
perolehan dan pelbagai faktor-faktor yang mempengaruhi pemilihan strategi yang sesuai 
untuk projek-projek pembangunan perumahan di Johor telah dijalankan. Satu soal selidik 
telah dijalankan untuk mendapatkan pandangan daripada pemaju perumahan terhadap 
faktor-faktor yang mempengaruhi pemilihan strategi perolehan untuk keseluruhan projek-
projek mereka. Sebanyak 30 syarikat pembangunan perumahan telah memberi maklum 
balas kepada kajian ini. Data kemudian dianalisis dengan menggunakan Pakej Statistik 
Untuk Sains Sosial (SPSS) dan kedudukan faktor-faktor ditetapkan mengikut min mereka. 
Keputusan menunjukkan bahawa tiga faktor penting yang paling mempengaruhi adalah 
keperluan bajet pelanggan, keupayaan kewangan pelanggan dan pengalaman pelanggan. 
Kajian ini juga telah meletakkan faktor mengikut peringkat yang paling mempengaruhi 
iaitu keperluan bajet pelanggan berada pada kedudukan pertama, diikuti dengan keupayaan 
kewangan pelanggan pada kedudukan yang kedua dan pengalaman pelanggan pada 
kedudukan yang ketiga. Cadangan utama untuk kajian masa depan haruslah memberi 
tumpuan kepada mereka satu model untuk pemilihan strategi perolehan yang sesuai dan 
bukan hanya mengenalpasti faktor-faktor yang mempengaruhi. 
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CHAPTER 1 
 
 
INTRODUCTION 
 
1.1  Introduction  
 
Residential is an important agenda to this whole world and it is a necessary part in 
our life. According to Deputy Prime Minister, Tan Sri Muhyiddin Yassin,  the National 
Housing policy fulfill the needs of Malaysian, by providing suitable and affordable 
residential for empowerment of choice and autonomy. Besides that, the Deputy Prime 
Minister also state that housing sector will contribute to the economic growth of the 
country and thus, achieve Government’s aspiration to become a developed and high-
income nation by 2020.  
In order to have a successful housing sector in Malaysia, all the housing projects 
must be able to have better planning before the implementation of the project. Project 
procurement is the vital part in the planning stage of the project process. Project 
procurement has a strong relationship with quality of life to ensure projects have been 
successfully implemented and achieves their goals. Project procurement has many 
procurement strategies that can be adopted and each procurement strategies have its own 
benefits for both clients and contractors. Therefore, both clients and contractors must be 
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careful in deciding which procurement strategies they want to adopt before for their 
particular projects. 
 In choosing appropriate procurement strategy, there are some factors that need to be 
considered by clients and contractors before making a decision. The factors contribution 
comes from many aspects such as cost, time and quality of the projects, clients’ 
requirements and the level of risks that might be happen during the implementation of the 
project. Some other researchers have conducted their studies and found out that factors of 
choosing to adopt traditional procurement strategy is project completion at estimated time, 
while for choosing to adopt non-conventional procurement strategy is by considering the 
quality assurance of the product (Babatunde et al., 2010).  
1.2  Problem Background 
 
Procurement strategy is a crucial part in construction process and it will lead to 
become a successful project and achieve project’s goals. The survey from Chartered 
Institute of Building (CIOB) (2010) finds that procurement is totally vital to the delivery of 
project on time, on budget and to a high quality and 87% of respondents agreed that good 
procurement is similarly with a successful project. According to Toor and Ogunlana 
(2008), inadequate understanding of the procurement system, is the major problems that 
construction projects faced. The implementation of procurement strategy had direct impact 
on project planning, project document and successful project outcomes (Noor et al., 2013).  
There are quite many alternatives of procurement strategy in the construction 
industry and it is advantageous that there are choices available but it is hard to choose the 
most suitable procurement strategy.  According to Rashid et al., (2006) each procurement 
strategy has its own uniqueness in term of pre tender and post tender of the activities and 
processes, division of risk between clients and contractors and the effectiveness of project 
monitoring and control. The selection of the appropriate procurement strategy is widely 
accepted as an important factor in performance of the project during construction and 
ongoing functionality after completion (Mahon, 2011). Nevertheless, the selection of 
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appropriate procurement strategy is difficult, because the experienced client or contractor 
cannot determine all the potential advantages or risk for each procurement strategy towards 
their project (CIOB, 2010).  
According to Thwala and Mathonsi (2012) the factors are classified into internal 
and external factors. Internal factors are including client characteristics and project 
characteristics. Client characteristics involve client’s level knowledge, political and social 
consideration, familiarity with procurement system and competition. Project characteristics 
such as project complexity, project life cycle, expedite project delivery, time, and quality 
and price certainty. External factors are market competition, information technology, 
regulatory environment, natural disaster and globalization. Some other practitioners and 
researchers consider that factors influencing procurement strategy are time certainty, cost 
certainty, quality, flexibility, risk and responsibility, sustainability and collaboration 
(Ekung et al., 2013).  
 The above practitioners have stated many factors that can be considered during 
selecting appropriate procurement strategy in a project. However, the basic factor for 
choosing appropriate and suitable procurement strategy by clients has been found 
undefined, complicated and often inappropriate (Ojo et al., 2012). 
1.3  Problem Statement 
  
In Malaysia, the rapid urbanization growth rate since the early 1970’s have made 
the growth rate of the housing is a key factor in the growth of Malaysia's economic. 
Residential is a basic human need after food and meaningful employment. However, at the 
rate that house prices are raising in Malaysia, it is beginning to be beyond the reach of even 
the middle income group (Berita Arkitek, 2013). In 10
th
 Malaysia Plan, Malaysia has 
experienced rapid urbanization of the population in urban areas increased by 2.2% 
compared to the rural population at a rate of 1.6% for the period 2000 to 2009. With this 
increasing of population, the demand in housing sector becomes most important to ensure 
for the comfort of Malaysia citizens.  
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According to Hamzah et al., (2011), the increases of house prices are caused by 
internal factors that fully controlled by developers. Various causes internal factors that led 
to the expectation of low cost computing time planning and design stage of which is bias, 
delivery or the procurement strategy, project planning schedule changes, process 
engineering and construction of complex, variable scope, expectations fragile, the scope of 
which moves slowly and additions to the change is inconsistent (Shane, 2009). In addition, 
project housing problems also are the worst problem that Malaysia bears currently. Project 
housing problems are not only burden Malaysia citizens but it is also affected the economic 
growth and national financial.  
One of the factors that contribute to project housing problems is wrong selection of 
procurement strategy. This is agreed by El-Rufai (2012) who attributed the reasons for 
project abandonment to poor planning, disorganized procurement practices, incompetent 
project management. According to Rajeh et al., (2014), procurement is a key improvement 
area and an important element contributing to project success. Besides that, improper 
procurement process such as the need for efficiency and finances, client objectives, timely 
policy decisions, clarity of clients’ needs, delays in bidding and response, delays in 
approvals, proposal and bid evaluation procedures, need for relaxation of rules and project 
characteristics will affect the choice of procurement strategy (Noor et al., 2013) .Table 1.1 
shows the statistic of project delays and abandoned housing projects obtained from 
Ministry of Housing and Local Government.  
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Table 1.1: Statistics of Project Delays and Abandoned Projects 
Number States Number of project 
delays 
Number of projects 
abandoned 
1 Perlis 1 0 
2 Kedah 11 2 
3 Pulau Pinang 2 1 
4 Perak 0 4 
5 Selangor 18 13 
6 Wilayah Persekutuan 6 1 
7 Negeri Sembilan 1 3 
8 Melaka 0 0 
9 Johor 19 7 
10 Pahang 1 2 
11 Terengganu 0 0 
12 Kelantan 1 1 
 Total 60 34 
 Source: Ministry Housing and Local Government (2014), National Housing 
Department (2014)  
 
According to Yap (2013), procurement related factors are one of causes of the 
housing projects problems in Malaysia. She stated that procurement related factors include 
inappropriate contract arrangements, poor contract administration, and faulty tender 
process. Moreover, inappropriate procurement and contractual management system also 
contributed as a factor of housing projects problems (Singh, 2009). According to Eyitope 
and Ojo (2012), the inappropriate choice of procurement strategy will lead to the non-
performance of cost time and quality.  
The intention in doing this research is to know the real factors influenced housing 
developers to choose appropriate procurement strategy towards their projects. It is also to 
make readers and organizations aware about the importance of choosing appropriate 
procurement strategy in ensuring project successful.  
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1.4  Research Objectives 
  
The objective of this research is as follows: 
i) To identify the factors influencing housing developers the most in choosing 
appropriate procurement strategy for their project. 
ii) To rank the factors that influence the housing developers the most in choosing 
appropriate procurement strategy for their project. 
1.5  Research Questions 
 
i) What are the factors that influenced housing developers to choose appropriate 
procurement strategy for their project? 
ii) Which is the most influenced factors that housing developers considered to 
choose appropriate procurement strategy for their projects? 
1.6  Scope of Research  
 
 This research on the factors influenced housing developers in choosing appropriate 
procurement strategy is focused on housing developers around Johor state. The list of 
housing developers companies are search in Construction Industry Development Berhad 
(CIDB) and also in The Real Estate and Housing Developers’ Association (REHDA). The 
selected respondents are from indigenous and non-indigenous company. The respondents 
involve in this research are project manager, procurement manager, consultant project 
manager, project coordinator and financial controller.  
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1.7  Significance of Study  
 
 Procurement strategy is an important thing in the planning stage of construction. 
Wrong in choosing procurement strategy will ruin the whole of the construction activity. 
The selection of appropriate procurement strategy must be given full attention in doing 
decision making. This research aims to identify the most factors that influenced developers 
and it is useful for the new developers to review the factors before choose procurement 
strategy. Therefore, all the expertise in the project management team should benefit from 
this research and can be more understand on what is the key factors that need to be consider 
before procurement is being chosen. 
1.8  Summary 
 
 This research is focus on the factors that influence housing developers to choose 
appropriate procurement strategy. Appropriate procurement strategy can help housing 
developers carried out a project successful at the end of the project time. Besides that, 
within the appropriate procurement strategy, the numbers of housing projects problems can 
be reduced. An organization should aware with the factors influence to choose appropriate 
procurement strategy in order to make a right decision making. 
  
CHAPTER 2 
 
 
LITERATURE REVIEW 
 
2.1  Introduction  
  
Literature review is important thing in order to get deep information about the 
research. This chapter is divided into three sections. First section covers the trend of 
residential development in Malaysia, definition of abandoned residential projects and 
delays of residential projects, and the types of both residential project problems. Next is the 
explanation about procurement selection process in construction industry as well as housing 
developments. Then, the overview of procurement strategy which includes traditional 
procurement strategy, design and build procurement strategy, management contracting and 
partnering. The last section is about the factors that influence housing developers to choose 
appropriate procurement strategy. The purpose of this chapter is to critically analyze and 
review some of the different literatures and theories currently in place and how they can 
support the arguments of factors influence housing developers to choose appropriate 
procurement strategy. 
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2.2  Residential Development in Malaysia 
 
 Residential development is one of the essential things in Malaysia since 1957. 
Residential development also becomes one of those things that are most priority in 
Malaysia Government’s planning (Ibrahim et al., 2011). Residential development can be 
categorized in construction industry. Construction sector contribute for the growth of 
Malaysia’s economic that related to other sectors, included services sector and 
manufacturing of building materials sector. Referring to Economic Report of the Ministry 
of Finance 2013/2014, construction sector will contribute about 9.6% from the total of 
Gross Domestic Product (GDP) in year 2014.  
 Mostly, residential developments in Malaysia were conducted by three sources 
which are public sectors, private sectors and co-operative societies. The residential 
developments normally depend on the same agenda of economic planning that has been 
established by government through the Five Year Malaysia Plan (Khalid, 2010). Until now, 
Malaysia has established ten economic plans since 1950’s. Every economic planning has 
different approach according to the type of sectors. Table 2.1 shows the different policies of 
residential developments according to each Five Year Malaysia Plan from 8
th
 Malaysian 
Plan until 10
th
 Malaysian Plan. 
Table 2.1: The Summary of National Housing Policy in Each Five Year Malaysia Plan 
from 8
th 
Malaysian Plan until 10
th
 Malaysian Plan 
 
8
th
 Malaysian Plan 
(2001-2005) 
Will focus on the provision of adequate and affordable housing for 
low-income groups and medium. 
9
th
 Malaysian Plan 
(2006-2010) 
To provide enough housing schemes that affordable to all citizens 
through government agencies 
10
th
 Malaysian 
Plan (2011-2015) 
Developing a viable and interesting residential area and ensuring 
access to quality and affordable housing. 
Source: Khalid (2010) 
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Based on the table above, every Five Year Planning included the residential 
development for all the citizens in Malaysia. The most important objectives that 
government wanted to achieve after independence is to reorganize the society and eliminate 
poverty. As measures to achieve these objectives, the government has implemented various 
Malaysian plans such as New Economic Policy (NEP) and National Development Policy 
(NDP). However, residential developments has faced many problems such as project delays 
and abandoned projects although residential sector is contribute to the Malaysian 
development and economic that give advantages to the citizens.  
 
2.2.1  Problems in Residential Development 
 
 The residential development problems have existed during mid-1980s, where the 
first economic recession hit Malaysia at that time.  126 housing projects were reported by 
the end of 1986 that the projects were not following the actual schedule and the developers 
left the projects abandoned (Rahman et al., 2013). The most significant problems that often 
occur in the housing project are projects delays and abandoned projects. These problems 
that occur in the housing projects are based on several factors which include procurement 
strategy factors.  
According to Ewa (2013), all the aspects in planning phase must specific design, 
funding and timelines to ensure budgetary allocation is follow the Public Procurement Act. 
Rahman et al., (2013), state that legal issues such as procurement system of property have 
been recognized as other major contributors to abandoned housing projects. The following 
section contains a discussion about the types of residential development problems in 
Malaysia.  
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2.2.2  Abandoned Residential Development Projects 
 
2.2.2.1 Definition of Abandoned Residential Projects 
 
 Abandoned housing development means where a licensed housing developer had 
refused to carry-out or delayed or suspended or stooped or ceased works continuously for a 
period of six months or more or beyond the stipulated period of completion (Sabah, 2005). 
Project abandonment is the unplanned suspension of the work progress especially at the 
execution stage such as refusal or failure to complete a contract after practical (Chinedu et 
al., 2011). According to Ministry of Housing and Local Government (MHLG) of Malaysia 
has set four conditions, that can declared the projects as abandoned, no construction 
activities on site for six months or more, the problematic developer, the developer declares 
an inability to complete the project, and the MHLG declares the project abandoned 
according to the Housing Development Act (118).   
 
2.2.2.2 Types of Abandoned Residential Projects 
 
 According to Ibrahim et al., (2011), there are three types of abandonment projects 
that occur simultaneously which are physical abandonment, financially abandonment and 
functional abandonment.  
i) Physical abandonment: occurs when contractor disobey the housing code that 
relate to the safety and comfort of the occupants or more serious structural 
problems. When it is often unsafe for occupants, so, they are prohibited from 
live in these structures. Then, it will cause squatters or homeless peoples may 
view these as viable sources of shelter. 
 
ii) Financially abandonment: occurs when a contractor does not have enough 
financial resources and the amounts of debts are exceeding the equity. Property 
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tax arrearages, defaulted mortgages, and liens are all factors of financial 
abandonment.  
 
iii) Functional abandonment: occurs when a building is in good repair and all 
property taxes are being paid but the building is stop being used, is functional 
abandonment. Besides that, a building that is still occupied but do not get mail 
service or utilities is likewise functionally abandoned to certain extent. 
 
2.2.3  Delays in residential development projects 
 
2.2.3.1 Definition of delays in residential projects 
 
 According to Singh 2009, define delays as the difference of time between the actual 
and the initially planned dates of completion. In construction, a delay means a time overrun 
either exceeding the contract date or exceeding the date that the contractor and client have 
agreed upon for the handover of the project (Lo et al., 2006). Act or event which extends 
required time to perform or complete work of the contract demonstrates itself as additional 
days of work (Razeket al., 2008). The word delay refers to something happening beyond 
the time planned in a contract or beyond the date that the client and contractor agreed for 
the delivery of a project (Pickavance, 2005).  
 
2.2.3.2 Types of delays in residential projects  
 
 Referring to Ahmed et al., (2002), delays can be grouped in the following four 
broad categories according to how they operate contractually, which are non-excusable 
delays, non-compensable delays, compensable excusable delays and concurrent delays.  
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i) Non-excusable delays: when the contractor either causes or assumes the risk for. 
These delays will contribute some negative aspects such as lack of productivity, 
insufficient scheduling or mismanagement, construction errors, weather, 
equipment breakdowns, staffing problems, or mere bad luck. Such delays are 
under the contractor’s responsibility and no aid is allowed. These delays are 
within the control of the contractor. 
 
ii) Non-compensable Excusable delays: This type of delays is affected by 
unpredictable reasons, not under contractor’s control, and not under contractor’s 
fault. The Contractor will not receive compensation for the cost of delay, but he 
will be given for an additional time to complete his work and is relieved from 
any contractually imposed liquidated damages for the period of delay.  
 
iii) Compensable Excusable delays: Compensable delays are excusable delays, 
suspensions, or interruptions to all or part of the work caused by an act or failure 
to act by the Owner resulting from Owner’s breach of an obligation, stated or 
implied, in the contract. If the delay is compensable, then the Contractor is 
entitled not only to an extension of time but also to an adjustment for any 
increase in costs caused by the delay. 
 
iv) Concurrent delays: concurrent delays occur when both Owner and the 
Contractor are responsible for the delay. Generally, if the delays are inextricably 
intertwined, neither the Contractor can be held responsible for the delay (forced 
to accelerate, or be liable for liquidated damages) nor he can recover the delay 
damages from the Owner. 
 
2.3 Procurement Selection Process 
 
 Procurement strategy is essentially a series of considered risks. Each method has its 
own strengths and weaknesses, which must be highlighted by clients and industry alike. 
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There are a number of different types of procurement strategy available for clients to 
choose (CIOB, 2010). According to Love et al., (2010), the decision to choose procurement 
strategy is a complex and challenging task for clients of construction projects.Procurement 
strategy plays a key role in defining the contractual and professional relationships amongst 
construction project teams (Eyitope and Ojo, 2012). An appropriate procurement strategy 
will contribute to the success of a construction project (Luu et al., 2005). 
   
 The selection of procurement strategy is crucial consideration for a project. The 
decision of who will prepare the design, which will bear the design risk and which 
contractor will involve in the design. The increases of various procurement strategies over 
the last decades, it leads clients to choose procurement strategy carefully. Besides that, the 
selection of a most appropriate for project procurement strategy can reduce project costs by 
5% (Alhazmi and McCaffer, 2000). Before procurement strategy is being chosen, the key 
objectives and constraints of the building project, identified the risks, determined the 
preferred risk allocation and identified the level of complexity of the project are need to 
defined first (Queensland Department of Public Works, 2008). Figure 2.1 shows the 
procurement selection process. 
 
 
Figure 2.1: Procurement selection process 
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2.4  Overview of Procurement Strategy 
 
 According to Queensland Department of Public Works (2008), procurement refers 
to the process used to take a building project from its early planning phases to completion 
and occupation by the building’s users. According to Gould and Joyce (2003), procurement 
is the overall process of finding and purchasing the materials and hiring the best 
subcontractors to build the project. Besides that, in the process of procuring the project, the 
construction documents, specifications and drawing must be accurate to ease bidder 
understand the scope of works as design by the owner (Goulde and Joyce, 2003).  
Procurement strategy is an important thing in construction because it is involves a series of 
sequential processes (Idoro, 2012). There are many types of procurement strategy that can 
be adopted by developers when procuring a project such as traditional procurement method, 
design and build, management contracting and partnering. 
 
2.4.1  Traditional Procurement Strategy 
 
 Traditional procurement strategy or design-bid-build is one of the most popular 
strategies that have been used since the nineteenth century. According to the Chartered 
Institute of Building (CIOB) (2010), traditional procurement strategy can be defined as 
alienated of design and build. In traditional procurement strategy, bidding is a process to 
select a contractor for the implementation of the project. In this strategy, the owner of the 
project will hire a design professional to prepare a design of the work and contract 
documents (Goulde and Joyce, 2003). The contractor will accept the design of work and 
responsible to carrying out of the work, while the client will appointed team consultant to 
design and control the cost (Davis et al, 2006).  
Once the documents of works are complete, the owner will advertise the tender and 
conduct competitive bid to obtain the best contractors to do the works. In the construction 
process, owner of the project can hire architect to manage the contract. Managing the 
contract involve of observing the work to ensure quality, control change order process, 
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verifying payment to the contractor and ensuring the owner receive the product as has been 
agreed in the contract (Goulde and Joyce, 2003). Figure 2.2 shows the flow of traditional 
procurement strategy. 
 
 
 
Figure 2.2: Traditional procurement strategy 
 
2.4.2  Design and Build Procurement Strategy  
 
 Design and Build system is commonly used in various countries. Design and build 
have been used in the 1968 at United States and involved provision of a number of school 
projects in the American Midwest (Lesniak et al., 2012). Design and build procurement 
strategy is contradict with traditional procurement strategy. In design and build 
procurement strategy, a contractor is responsible for the both design and build services (El 
Wardani, 2006). The design and build can be done within in-house employees or joint 
venture firms that come together contractually to complete a single project. In addition, the 
owner of the project can hire subcontractors who perform the actual construction in the 
related field (Goulde and Joyce, 2003). 
owner 
designer 
design consultant 
contractor 
subcontractor and 
suppliers 
